
 

Mental Health Expenditures 

ISSUE 

A review of county mental health expenditures, history of property tax relief, and allowable 
growth increases to counties for mental health expenditures. 

AFFECTED AGENCIES 

Department of Human Services 
Ninety-nine county governments 

CODE AUTHORITY 

Sections 331.424A, 331.438, 426B.1, Code of Iowa 
Chapter 206 (SF 69), 1995 Iowa Acts 
Chapter 1213, 1998 Iowa Acts  

BACKGROUND 

In 1995, the General Assembly enacted SF 69 (Property and Income Tax Act) which created 
a Property Tax Relief Fund for county expenditures relating to mental health, mental 
retardation, and developmental disabilities services.  Statutory language provides a formula 
for calculating the property tax levy cap for each county and the amount of State funding to be 
provided.  Base year expenditures were originally the FY 1994 actual county expenditures for 
mental health services, but later counties were allowed to choose between the actual FY 1994 
expenditures or the net expenditures for FY 1996.  A total of $214.2 million was used as the 
base for county mental health expenditures. 

Also in 1995, the General Assembly made the following General Fund appropriations to the 
Property Tax Relief Fund: 

• $61.0 million for FY 1996 

• $87.0 million for FY 1997 

• $95.0 million for FY 1998.  The FY 1998 appropriation also included $6.6 million for 
the nonfederal share of the cost of services provided to minors with mental retardation 
under the Medical Assistance Program.  Statutory language specifies that the $6.6 
million is to be included as property tax relief for purposes of determining the 50.0% 
State share of the counties’ base year expenditures. 
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In addition, the General Assembly has provided the following appropriations as growth funding for 
expenditures incurred after calculation of the base year expenditures: 

• $6.2 million for FY 1998 

• $12.5 million for FY 1999 

• $18.1 million for FY 2000 

• $21.3 million for FY 2001 

The General Assembly has appropriated these growth funds two years in advance to allow local 
planning of expenditures and calculation of local property tax levies. 

CURRENT SITUATION 

County Expenditures 

Counties are required to provide total mental health expenditures to the Department of Human 
Services by December 1 of each year.  Attachment I illustrates the 99 counties’ gross expenditures 
for FY 1993 through FY 1998.  Although “net expenditures” are to be used for the determination of 
the 50.0% State share, the Department of Human Services indicates that due to changes in the 
“net” definition, county accounting system changes, and assumptions in reporting; “gross” 
expenditures more accurately reflect the expenditures for mental health services.  “Net 
expenditures” are a county’s expenditures in one year for mental health, mental retardation, and 
developmental disabilities.  Attachment I also illustrates that county expenditures between FY 
1993 and FY 1998 have increased $28.6 million (12.9%) over a five-year period, or an average 
annual rate of 2.6%.  

County Fund Balances 

Each county is required to report the ending balance of their Mental Health, Mental Retardation, 
and Development Disabilities Services Fund to the Department of Human Services by December 1 
of each year.  Attachment II shows the balance of the Fund for each county.  Attachment II also 
illustrates that the Fund balances have grown in one year from $51.6 million to $78.2 million, an 
increase of $26.7 million (51.7%).  The FY 1998 balance of $78.2 million equals 31.2% of the FY 
1998 total gross expenditures.  In addition, the FY 1998 ending balance represents 52.2% of the 
counties’ share of gross expenditures and 36.5% of the original base year expenditures of $214.2 
million.1  

County Property Tax Levies 

Counties are allowed by statute to levy an amount equal to the base year expenditures less 
property tax relief.  Attachment III shows the levies by county.  The levy formula does not include a 
factor for the amount of growth funding appropriated by the General Assembly, or the Fund 
balance. 

Chart 1 illustrates that 91.9% of counties had Fund balances which increased between FY 1997 
and FY 1998.  Chart 2 illustrates that for FY 1999, 48 of the 99 counties (48.5%) levied the 
maximum amount.  These counties levied the maximum despite the fact that the ending Fund 
balances increased from FY 1997 to FY 1998 in 44 of those 48 counties. 

                                                      
1 The total FY 1998 expenditures in Attachment I include $101.2 million of State funding (the original 
appropriation of $95.0 million and the subsequent $6.2 million appropriation for growth). 
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  Chart 1       Chart 2 

In addition, as illustrated in Attachment III, in cases where counties are not levying the maximum, 
20 counties increased their levies between FY 1999 and FY 2000 while Fund balances increased in 
18 of those 20 counties. 

Conclusions 

In 26 counties the gross expenditures per year decreased between FY 1993 and FY 1998 at the 
same time ending balances increased for the two years available, between FY 1997 and FY 1998.  
Four of the counties had enough funds available in the FY 1998 ending Fund balance to meet 
expenditures for FY 1998 without any property tax levy or State funding.  An additional 34 counties 
had sufficient Fund balances to meet FY 1998 expenditures without any property tax levy.   

ALTERNATIVES/BUDGET IMPACT 

The General Assembly may wish to consider the following alternatives: 

• Changing the levy calculation to include allowable growth funds in order to reduce the levies 
allowed. 

• Changing the levy calculation to use the most recent actual year’s expenditures, if less than the 
base year expenditures, to determine the amount of levy necessary. 

• Limiting the ending Fund balance to less than 25.0% of actual expenditures.  Generally, 25.0% 
(or three months) of funding is often viewed as appropriate funding for cash flow purposes.  
Given that the State funding involved is more than 50.0% of the base expenditures, only half of 
the 25.0% (or 12.5%) should be necessary as the local share.  This action may require the 
General Assembly to change the timing of State funding provided to counties.  This could 
involve making the allowable growth funds in two payments, July and January, rather than just 
one in January.  In addition, the General Assembly could make the $88.4 million ($95.0 million 
less the $6.6 million) from the Property Tax Relief Fund appropriation available in four quarterly 
payments, July, October, January, and April, in lieu of the current September and March 
payments.  Both of these actions would allow for a decreased need of a high balance in the 
Fund, which could reduce the property tax levy.  The impact on State government would be less 
interest earned from the State General Fund balance.  Providing monthly draw-downs would 
reduce the amount of lost interest to the State General Fund.  Caution is urged when 
encouraging counties to spend down ending Fund balances with a great growth of expenditures, 
since the balances are one-time monies and the expenditures may be on-going.  Another option 
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would be to decrease the amount of State appropriation to the counties with excessive Fund 
balances, but when expenditures are determined at the local level, this could result in great 
fluctuation of needed State appropriations from year to year.    

• When appropriating the allowable growth funds for FY 2000 and FY 2001, the General 
Assembly allocated $2.0 million of the funds for a Risk Pool, which counties may apply for by 
April 1, 2000.  Estimated unanticipated cost criteria are set forth in statute, as well as criteria 
which requires counties to repay the Risk Pool.  The Governor is required to appoint members 
to a Risk Pool Board that will determine the amounts eligible counties receive from the Pool.  
Unused funds are allowed to carry over to increase the amount of funding available in the Risk 
Pool over a period of years.  The General Assembly may want to review the first year of 
applications for funds from the Risk Pool and determine the necessary level of future 
appropriations to the Pool.  Any change in the amount could reduce the appropriation need or 
increase the other allowable growth funds if combined with other growth funding categories.  
The later would reduce the financial contributions of the local counties. 
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